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THURSDAY, JUNE 28, 1956 


House oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Honorable Brent Spence, 
chairman, presiding. 

Present: Chairman Spence, and Messrs. Brown, Patman, Multer, 
Addonizio, O’Hara, Mrs. Sullivan, Fountain, Vanik, Holland, Healey, 
Talle, Kilburn, McDonough, Widnall, Betts, Mumma, McVey. 

The CuarrmMan. The committee will be in order. 

(H. R. 11261 is as follows:) 


{H. R. 11261, 84th Cong., 2d sess.] 
A BILL To extend the Export-Import Bank Act of 1945, as amended 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 8 of the Export-Import Bank Act 
of 1945, as amended (12 U.S. C., sec. 635f), is amended by striking out “June 30, 
1958” and inserting in lieu thereof ‘June 30, 1963’’. 

The CHarrMANn. We are glad to have the Chairman and members 
of the Board of the Export-Import Bank this morning. We are 
going to hear from them in regard to extension of that corporation. 

Mr. Clerk, call the first witness. 

The Cierx. Mr. Chairman, the witnesses are Hon. Samuel C. 
Waugh, President, and Chairman of the Board; Hon. Lynn U. 
Stambaugh, first Vice President; Hon. Hawthorne Arey, Director, 
and Hon. George Blowers, Director, of the Export-Import Bank. 

The CuarrMan. You may proceed as you desire. If you have a 
written statement, you may read it. 


STATEMENT OF HON. SAMUEL C, WAUGH, PRESIDENT AND CHAIR- 
MAN OF THE BOARD, EXPORT-IMPORT BANK; ACCOMPANIED 
BY LYNN U. STAMBAUGH, FIRST VICE PRESIDENT; HAW- 
THORNE AREY, DIRECTOR, AND GEORGE BLOWERS, DIRECTOR, 
EXPORT-IMPORT BANK 


Mr. Wauveu. I do not, Mr. Chairman and gentlemen. I can just 
say we are very pleased to be here. Four of the five directors are 
here. The fifth is out of the country on business. 

We appeared on a similar bill before the Senate a week or so ago, 
and I would like to write into the record the questions and answers 
pertaining to the bill that were asked us at that hearing, if that would 
be satisfactory. 

The CuHarrMANn. Yes. 
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Mr. Wavueu. Previous to that probably we should have written 
into the record the letter we wrote to you, as chairman, some time ago, 
and I am assuming that that can be put in without any difficulty. 

The Cuarrman. That may be inserted in the record. 

(The matter referred to is as follows:) 


May 16, 1956. 
Hon. Brent SPENCE, 


Chairman, Banking and Currency Committee, 
House of Representatives. 

Dear Mr. Spence: There is enclosed herewith a copy of a draft bill which would 
extend for 5 years, from June 30, 1958 to June 30, 1963, the period within which 
Export-Import Bank of Washington may make loans. 

The Bureau of the Budget has authorized the submission of this draft bill to 
the Congress as in accord with the program of the President. The bill is in har- 
mony with the Economic Report of the President, transmitted to the Congress 
January 24, 1956 in which, on page 91, it is reeommended that the lending author- 
ity of Export-Import Bank of Washington be extended beyond June 30, 1958. 

The present limiting date of June 30, 1958 is restrictive of the ability of the 
bank to exercise its functions as prescribed by the Congress, and to obtain and re- 
tain the services of qualified personnel. 

The limitation is especially restrictive in the field of financing large industrial 
or development projects abroad in conjunction with American firms. Many of 
these projects require a period of more than two years for completion. This is 
particularly true of electric power installations, heavy industry plants, and mining 
developments, in which fields there has been a substantial increase in the number 
of applications presented to the bank for consideration. 

While from a strictly legal standpoint, the bank considers it has authority, 
after the statutory expiration date for making loans, to make disbursements 
against commitments made prior thereto, applicants are concerned over the possi- 
bility that the statutory limitation may interfere with their full utilization of the 
credit. In large development and project loans, interim financing is often used 
by the United States firm involved, and many use letters of credit, which, under 
present limitation, are required to have a termination date prior to June 30, 1958. 
Many firms assert that this is not conducive to normal and orderly procedures in 
construction, and is restrictive. 

Action by the Congress at this time to extend the period for making loans would 
eliminate any question as to the availability of funds to complete projects, and 
enable the bank to continue to consider, on the merits, applications for credits 
for projects requiring long construction periods. 

The Advisory Committee to the Export-Import Bank, appointed pursuant to 
the 1954 amendment to the Export-Import Bank Act of 1945, has recommended 
that the bank request the enactment of the proposed legislation at this session. 

In a similar situation, the bank, in May 1951, requested and the 82d Congress 
on October 3, 1951 approved a bill extending the lending operations of the bank 
from June 30, 1953 to June 30, 1958, thus taking action 2 years prior to the then 
expiration date for the Bank’s operation. 

f any assistance is desired in connection with this draft bill it is hoped that 
you will not hesitate to call upon the Directors and officers of the bank. 
Sincerely yours, 
SamMuE.t C, Wavuan, President. 


A BILL To extend the period within which Export-Import Bank of Washington may make loans 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Export-Import Bank Act of 1945, as 
amended (59 Stat. 526, 666; 61 Stat. 130), is hereby amended in the following 
particulars: 

By deleting from section 8 the date “June 30, 1958” and substituting in lieu 
thereof the date “June 30, 1963.” 


Mr. Mutter. Mr. Chairman, does that mean we will print as part 
of our hearings the hearings of the Senate subcommittee? That is 


very unusual, to reprint as part of our hearings the Senate hearings. 
The CuarrmMan. I don’t see any objection to it. 
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Mr. Mutrer. It has already been printed once. We could refer 
to it by reference. I have no objection to it being before the commit- 
tee. I think it properly belongs before the committee, but I don’t 
think we ought to reprint a congressional document that way. 

The CuarrMan. You can make it part of your testimony, Mr. 
Waugh. 

Mr. Waveu. That is what I thought. 

Mr. Multer, the reason I suggested this procedure is because these 
questions were so pointed, and we answered them in writing. I 
thought that the same information that was given to the Senate 
committee we would give to you in the form that was asked. 

Mr. Mutter. I quite agree with you that they should be before us. 
I have a copy that was handed me by one of the members of our staff. 
The only question I am raising is whether or not we should reprint 
that again. 

The CuarrMAN. It makes no difference. You don’t have to put 
them in as part of the Senate record. Put them in as the original 
record now, and you adopt them. 

Mr. Waveu. Yes, sir. 

The CuarrMan. You can read that, or include it in your report now 
and your testimony. 

Mr. Waveau. One of the questions I am sure that your committee 
is interested in is the reasons that the Board of Directors of the bank 
have for extending the life of the bank past June 30, 1958. 

Our reason is that we believe that the orderly and business-like 
administration of the bank’s programs, especially those involving 
development projects which require a longer time to complete, make 
it advisable to ask for a 5-year extension beyond the expiration date 
of June 30, 1958. 

There is a hesitancy on the part of applicants for credits, and to 
some extent on the part of the bank, to undertake development pro- 
grams which may be short of completion when the bank’s lending 
authority expires 2 years hence, although we all understand that the 
bank would have authority to disburse funds actually committed 
prior to that date; it is difficult in some instances to foresee the exact 
amount of credit that may be required to complete a project. 

Suppliers, that is exporters, are also uneasy about accepting orders 
requiring special fabrication that may not be completed within the 
time limit, 2 years, when it does not seem to provide for sufficient 
leeway. 

Another question that we have been asked is whether or not there 
seems to be a danger that the intended benefits of the bank would not 
be realized because prospective borrowers hesitate to commit them- 
selves to large expenditures in face of the possibility that the bank 
may cease to exist as an operating agency before the time has arrived 
for them to receive Export-Import Bank disbursements. 

We find that there is some hesitancy in this regard, although, and 
here again I am repeating, we would have authority—the bank would 
have authority—to carry out the commitments that had previously 
been undertaken. 

Mr. Patman. Mr. Chairman, on the commitment I would like to 
ask him a question. 

How many countries have the privilege of participating in loans 
from Export-Import Bank? 
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Mr. Waveu. There is no limit as to the countries, Mr. Congress- 
man. In times past the bank has made loans to as many as 65 
countries. I think we have loans now outstanding in 45 countries, 
and within the last 11 months we have made loans in 39 countries. 

Mr. Parman. Do you make any loans within the United States at 
all for industrial purposes and expansion? 

Mr. Wavau. No, sir. 

Mr. Parman. Do you have any authority to do it? 

Mr. Wavuau. We do in this regard: We make loans to purchasers 
of United States materials which allow them to expand their foreign 
plants. 

Mr. Parman. Take for instance, here in Brazil. There is a cement 
plant, $5 million. It just doesn’t seem right to me that we would do 
this. This is all American money, all United States capital. We 
are willing to furnish the money to build a cement plant in Brazil. 
Right here in our own country we have a shortage of cement, and there 
are lots of plant sites that are available. Yet you cannot get $5 
million from many agencies to build a cement plant. 

Mr. Wavuau. We do not finance in Brazil the plant referred to other 
than the dollar cost—that is, the dollar cost of the equipment bought 
in this country. That is the export regulation. 

Mr. Parman. In other words, you finance the industrial concern or 
manufacturing concern that manufactures the equipment and sells it 
to Brazil? 

Mr. Wavean. Yes, sir. 

Mr. Patman. Why wouldn’t it be right for you to finance the same 
concern in this country to build a plant here in the United States? 

Mr. Wavueu. That is not—— 

Mr. Parman. If it was over the line in Mexico you could do it. 
You would be qualified to do it, but at Brownsville, Tex., you wouldn’t 
be qualified to do it, would you? 

Mr. Wavuau. The history of the bank in 22 years under the act, as 
I view it, is for the export business, to finance the export business, 
but always to make certain that private capital would not be available, 
and I think that ali of my—— 

Mr. Parman. A lot of them wouldn’t have any trouble qualifying 
on that, capital not being available. I am really disturbed. I wish 
we could amend this act some way so we could build cement plants in 
this country. I know a site where the limestone is 9 feet thick right 
on the surface. 

Mr. Mumma. I am in the cement business. How near the market 
is it? 

Mr. Parman. It is in the middle of the market. 

Mr. Mumma. There must be competitive conditions there. It 
isn’t profitable. 

Mr. Patman. It is right for it. 

Mr. Mumma. Two cement plants are closing in Miami because of 
the market there. 

The Cuarrman. I suggest we let Mr. Waugh finish his statement. 

Mr. Parman. All right. 

The CHarrMAN. You may continue. 

Mr. Waueu. There is one other question that comes to us with 
reference to our request for this extension, and that is the personnel 
problem. It is difficult to employ competent personnel when there 
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is a possibility that the agency might not exist for more than a 2-year 
period. We think that it will be extremely helpful in stabilizing our 
personnel problems to have the Bank Act extended as called for in 
H. R. 11261. 

I think that is the only statement I would care to make now, Mr. 
Chairman, and gentlemen, but we are all here available to answer any 
questions within our capacity on the bill, or any other problems that 
you would like to have us discuss. 

The CHartrMAN. Has the position you have occupied since creation 
of the bank 

Mr. Wavuan. I am sorry, Mr. Chairman. 

The CHatrMan. Has the field which you have occupied since the 
creation of the Export-Import Bank been invaded to the detriment 
of the Export-Import Bank by the World Bank or by the Interna- 
tional Finance Corporation? 

Mr. Waveu. As you know, Mr. Chairman, I have only been with 
the bank since the first of October, but prior to that time I served for 
about 2% years as unofficial director of the bank, representing the 
Department of State. 

I think there has been a misunderstanding in times past with 
reference to the relationship between the Export-Import Bank and 
the World Bank. There has been no problem with reference to the 
International Finance Corporation because that Corporation is not 
vet in being, but we do have the very definite thought that any 
misunderstandings or misinterpretations that have occurred in times 
past have been and are being eliminated. 

The CHatrMan. And you now participate in long-term development 

loans? 
' Mr. Waucu. The bank has always participated in long-term 
development loans, but there has been some misunderatsnding as to 
whether or not there was a change of policy, but year after year the 
bank has depended upon long-term development loans for the major 
portion of its business. 

The CHarrmMan. And has there been any diminution in your 
making long-term development loans by reason of the activities of 
the World Bank? 

Mr. Wauaeu. I wouldn’t say there has been any diminution; no. I 
think there has been a stimulation on the part of both banks. I 
think they have made more, and I think we have made more, too. 

The CHairMan. Is there real cooperation between the two institu- 
tions? 

Mr. Wavau. I think it has been lacking in times past, but I think 
that has been corrected during the last 6 months. 

The CuatrMan. The Export-Import Bank originally had a capi- 
talization of a billion dollars, furnished by the Treasury? 

Mr. Wauau. Yes, sir. 

The CuarrmMan. What have been your earnings? And what is 
your financial status now? What have you paid back to the Treasury? 

Mr. Wavuau. I have the exact figure here. It is cumulative. 

Going back,to 1934, in the 22 vears of the bank’s history, and these 
figures, gentlemen, are only up to June 30, 1955—the 6 months’ 
statement to be added to this you have before you, and we have only 
finished 5 and a fraction months of the last fiscal year—the bank’s 
gross income has been 649 millions of dollars. It has paid back to 

80144—56——-2 
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the Treasury in the form of interest 142 millions of dollars. The 
operating expense during that period of time has been $10,800,000. 
The charge-off losses, $496,000; the net profit for the term, that is, 
the net income after operating expense and interest paid to the 
Treasury, has been 495 millions of dollars. 

The bank has paid to the Treasury in the form of dividends 128 
millions of dollars, and it has reserves as of June 30, 1955, of 367 
millions of dollars. 

Those are all round figures. I didn’t go into the last figure. 

Mr. Brown. What was the profit during that period? 

Mr. Wavau. The profit during the entire period? 

Mr. Brown. Yes. 

Mr. Waveu. After payment of expense and interest, it was $495 
million, and from that $495 million $128 million was paid to the 
Treasury in the form of dividends on the original billion dollars, 
leaving a net of $367 million. 

Mr. Brown. I want to congratulate you for doing a fine job. 

Mr. Wavan. I cannot accept it myself, sir, but I will accept it on 
behalf of my associates and those who were responsible for it. They 
all preceded me. 

Mr. Brown. Somebody deserves it. 

Mr. Wavau. The predecessors, my predecessors, deserve a vote of 
thanks because they have done a magnificent job. I think I can 
look at it objectively, only having been there 9 months, and having 
had 40 years in banking before 1 came to Washington. 

The CHarrMAN. It seems to me your losses are very small, con- 
sidering your activities. 

Mr. Wavuau. They have been very small, Mr. Chairman. We 
have a few chargeoffs we are going to make this year, but not sizable, 
and we have ample reserves, I think, to take care of potential losses 
that might develop, but the record on the Government-to-Govern- 
ment loans over the 22-year period has been nothing short of phe- 
nomenal, in my opinion. 

The CHarrman. You have a good many loans, I think, that are 
guaranteed by the governments in South America. You have had 
some to the Argentine; haven’t you? 

Mr. Wavuau. We have had a billion and a half loan in Latin America 
in the 20 countries. Over 600 million has been repaid. We have 900 
million outstanding, and we have authorizations that haven’t been 
drawn down of 2 or 3 hundred million more; despite all the changes of 
government in Latin America we have never had a loss on a govern- 
ment-to-government credit in Latin America in the 22 years. 

The CuHarirMan. The incoming government has assumed the in- 
debtedness of the ousted government? 

Mr. Wavau. In every instance. We have never had a chargeoff, 
we have never had a default in the 22 years on the government-to- 
government loans in Latin America. 

Mr. Mumma. Mr. Chairman, may I ask a question? 

The CHarrMan. Mr. Mumma. 

Mr. Mumma. In this bookkeeping, are there any of these payments 
made by foreign companies out of mutual aid funds we give them? 

Mr. Wavau. I have no doubt, sir, but in times past—— 

Mr. Mumma. In other words, we are sort of kidding ourselves in 
that statement? 
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Mr. Wavau. I have no doubt sir, in times past that might have 
been true in certain areas. I will give you a specific example: The 
bank in its history has loaned approximately 200 millions of dollars 
to China, when Chiang was on the mainland; $170 million of those 
loans have been repaid. There are $30 million outstanding. I think 
that the $30 million is a questionable asset today for the bank. 

Mr. Mumma. How much of the $170 million could have been paid 
out of mutual-aid funds? 

Mr. Wauau. I have no way of telling exactly, but I have no doubt 
some of the payments did come out of mutual-aid funds. 

Mr. Mumma. The payment of some part of the loans came out of 
mutual-aid funds? 

Mr. Wauau. I have no doubt but I would like to call your attention 
to the fact that, during the 22-year history in Latin America, Latin 
America has received very little aid, in any form. 

Mr. Mumma. We buy a lot of coffee. 

Mr. Waueu. Certainly we do. It is our largest single import. 

Mr. Mutter. Mr. Chairman. 

The CuarrMan. Mr. Multer. 

Mr. Mutter. This might seem inconsequential, but I would sug- 
gest that in your terminology you stop using the expression ‘Latin 
America”’ in your reports and in talking about South America and 
Central America. It doesn’t make any difference to us up here, but 
in our travels through Central America and South America we learned 
they resent very much being referred to as “Latin America’ and 
“Latin American” countries, and I think it might be wise to change 
that terminology. 

Mr. Berts. They resent what? 

Mr. Mutter. They resent being referred to as Latin Americans. 
They prefer in South America to be called South Americans and 
in Central America, Central Americans. 

Mr. Brown. Off the record. 

(There was a discussion off the record.) 

Mr. Mutter. Now, we will get to something else on our foreign 
travels. 

In 1951 we sent a subcommittee throughout South America, and 
we concerned ourselves with the activities of the Export-[mport 
Bank, and I would like at this point, Mr. Chairman, to have per- 
mission to incorporate in this record as a part of it at this point the 
text under the title of that subcommittee’s report as it appears on 
pages 53-55, under the heading of ‘‘Defaults and Delinquencies.” 
May that be done, Mr. Chairman? 

The CHarrMAN. You don’t want the whole book in, do you? 

Mr. Mutter. No; a little more than two pages. 

The Cuarrman. That may be done without objection. 

(The data referred to above is as follows:) 


DEFAULTS AND DELINQUENCIES 


Out of outstanding Latin-American loans of $452.2 million as of December 31, 
1951, only two loans aggregating $160,802.53 in unpaid balances were in default. 
Full reserves have been set up on the bank’s books to cover these defaulted loans. 
In addition, two loans made to the same company were in a delinquent status with 
respect to principal and interest in an aggregate amount of $989,322.61. The 
total of defaults and delinquencies amounting to $1,149,925.14 is thus about one- 
fourth of 1 percent of the bank’s outstanding loans in Latin-American countries. 
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That is a splendid lending record and should be kept in mind as perspective for 
the following discussion of these trouble spots. 

In mid-1939 the Export-Import Bank provided financing consisting of guaran- 
teeing letters of credit covering the importation into the United States of babassu 
nuts and oil, for the American-Brazilian Corporation of New York. This cor- 
poration served as the New York agency of a leading Brazilian exporter of these 
products who had a small mill, transport equipment, and other property in Brazil. 
Total volume of financing under the credit amounted to $1,117,049.28. A portion 
of the credit was guaranteed by the Banco do Brasil. In May 1945 default 
occurred in the $185,000 owed the Export-Import Bank at that time. The 
Banco do Brasil paid up its guaranteed portion of the credit. In 1950 a payment 
of $15,000 on account of principal was received, leaving the amount unpaid at 
$127,980.19. The Brazilian exporter, who was the principal in the corporation, 
is continuing to operate in Brazil principally on credit extended by the Banco do 
Brasil. He recognizes this obligation and has signed a note maturing in 1959 for 
the unpaid balance. 

On April 22, 1942, as an outgrowth of the meeting of Foreign Ministers of the 
American States at Rio de Janeiro in January 1942 and upon recommendation of 
the State Department, a credit of $85,000 ($6,125 subsequently canceled) was 
established by the bank in favor of Talleres Graficos Sur. 8. A., a printing com- 
pany established in 1941 in Montevideo, Uruguay. Of the credit established, 
$78,875 was disbursed by the bank through purchase without recourse of the 
company’s notes from R. Hoe & Co., Inc., who sold it a reconditioned sextuple 
double-fold R. Hoe press and auxiliary equipment. The notes were payable in 
monthly installments over a period of 8 years with final payment due April 1, 1950. 
The press was utilized to print a newspaper called La Razon, which failed to take 
hold and publication of it ceased. Default occurred December 6, 1946. About 
2 years ago, a former president of the Central Bank of Argentina acquired an 
active interest in the company, and local sources report that since then the com- 
pany has steadily improved its position. Inspection was made by the subcom- 
mittee of the two plants maintained by the company. One of these is a sizable 
printing press establishment equipped with a great deal of modern printing ma- 
chinery, apparently recently acquired, that was busily engaged in turning out a 
wide variety of volume printing jobs including Government lottery tickets. The 
building which was reported as owned by the company is a fine modern brick- 
faced factory. The establishment certainly appeared to be a well-run, busy, 
growing concern. It is understood the firm recently purchased 100,000 pesos 
(approximately $42,000 at the free rate of 2.40 pesos to the dollar) of photoen- 
graving equipment in England. The other plant of the company houses the 
R. Hoe press and other machinery which is rented to the publishers of the news- 
paper Accion. An issue of the 4th of December, which was obtained as it came off 
the press at the time of the visit there, indicates that the paper was in its fourth 
year of publication. It is understood to have a circulation of 8,000. The rental 
charge is 3,000 pesos ($1,250 at the free rate) per month. Since default on this 
loan in December 1946, payments have been received on account of principal in 
the following amounts: 1947, $5,416.08; 1948, $8,317.93; 1949, $9,205.48; 1950, 
$6,266.73; 1951, $3,193.25; and 1952, $1,315.29, leaving a balance due of $31,507.05 
as of June 30, 1952, all of which should have been paid off by April 1, 1950, accord- 
ing to the terms of the notes. A 1951 credit report listed the firm’s assets at 
2,713,740 pesos and liabilities at 2,035,348 pesos, leaving a net worth of 678,392 
pesos. In terms of dollars at the free rate of 2.40 pesos to the dollar, these amounts 
would be: assets, $1,130,725; liabilities, $848,062; and net worth of $282,663. 
The subeommittee sees no reason why this $31,507.05 past-due loan should not 
be paid promptly in full together with interest at the rate of 4 percent provided 
for in the notes. The committee believes that this was a bad loan to begin with 
and that there has been too much laxity in attempting to enforce payment. 

The company whose loans are carried on a delinquent basis is the 8S. & 8. Con- 
struction Company of Venezuela, a corporation formed under laws of Venezuela, 
which obtained a contract to construct the north breakwater for the harbor at the 
port of La Guaira, Venezuela. One of the principals was a well-known road 
contractor who had done considerable satisfactory road-construction work in 
Venezuela and the other was a United States contractor who was instrumental in 
providing equipment for the new firm. The company obtained a credit of 
$600,000 from the Export-Import Bank on March 19, 1947, which was promptly 
disbursed to the company against a note bearing 4 precent interest and payable 
in eight monthly installments beginning August 28, 1947. The note bore the 
endorsements of Charles W. Smith and W. L. Stevens, principals in the firm, and 
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was guaranteed by the Venezuelan insurance firm of C. A. de Segures La Nacional 
which it is understood had reinsured with the St. Paul Mercury Indemnity Co. 
of the United States. No payments were received on the note in 1947 or 
the first half of 1948, when repayment terms were reset calling for nine monthly 
installments beginning July 28, 1948. At this time the Venezuelan insurance 
firm no longer appeared as a guarantor but the St. Paul Mercury Indemnity Co. 
directly became a guarantor under its agreement of June 23, 1948. Meanwhile, 
on April 2, 1948, the bank established another credit for the company in an 
amount of $500,000, which was also promptly disbursed to the company against 
a note bearing 4 percent interest and repayable in 10 monthly installments begin- 
ning October 10, 1948. This second note bears the guaranty of C. W. Smith and 
W. L. Stevens, original principals in the firm, and Raymond A. Jones, who was a 
well-known United States contractor and who was brought into the firm at that 
time. 

It is reported that the company encountered serious construction difficulties 
due to heavy seas. After completing the outer half of the stone breakwater 
(which admittedly was the most difficult part because of exposure and depth 
of water), the contract was turned over to the Frederick Snare Corp., a firm of 
marine contractors, who completed the job and also built another breakwater 
on the other side of the harbor known as the west breakwater. The eye can readily 
identify the work of each contractor due to different shapes of stone used by each 
contractor. The Government of Venezuela has accepted the work as satisfactory. 

In the first half of 1949, a payment of $100,000 was received on the first note, 
reducing it to $500,000. In the first half of 1951, a further payment of $99,800.40 
was received and applied half to the first note and half to the second, leaving un- 
paid principal amounts of each of the notes at $450,099.80. It is understood 
funds for this payment were derived from payments received from the Ministry 
of Public Works. 

It is reported the S. & 8. Construction Co. has a claim against the Ministry of 
Public Works of Venezuela for work on the La Guaira breakwater which has been 
allowed and partly paid. The balance due is approximately 800,000 bolivars 
($242,424 at 3.30 bolivars to the dollar). 

The death of Mr. Raymond A. Jones, one of the guarantors on the second 
note, has complicated the settlement of these delinquent notes. Since settlement 
must look to the endorsers and guarantors, the subcommittee recommends that 
proper legal procedure be expedited as much as possible in view of the fact that 
interest is accruing on these unpaid balances at a rate of $36,000 per year. As of 
December 31, 1951, interest had already accrued in an amount of $88,923.01.! 

From time to time, there have been other delinquencies in bank loans in Latin 
America. For instance, Paraguay in the latter half of 1948, after having rather 
promptly met previous payments due, began accumulating a delinquency which 
by December 31, 1950, amounted to $888,050.81. However, by June 30, 1951, 
payment had been made and without benefit of any further advances from the 
Export-Import Bank. Paraguay remains current in its payments. Bolivia, on a 
couple of occasions, has appeared as delinquent in payments in the semiannual 
reports of the bank, but in each case payments of amounts due were received 
shortly after the statement dates, and the country is fully current on payments. 
The same has been true with respect to Nicaragua, which is also fully current on 
payments. In a few cases, delinquencies or threatened delinquencies have been 
cured through a resetting of terms, a practice which at times commercial banks 
in this country find necessary to follow. All in all, the lending record of the bank 
in the Latin-American field is one of which the bank can justly be proud. 


Mr. Mutter. The reason I do that is because while the bank is 
entitled to all the credit that has been accorded to it, and I don’t 
want to take any of it away from it, either from you and your present 
associates, or those who preceded you—they have by and large done 
an excellent job—I think this committee must take credit for having 
at least during that trip caused the recoupment by the bank of more 
than enough money to pay for the expenses not only of that subcom- 
mittee, but the other sub&mmittee that concerned itself with Export- 
Import Bank operations in other parts of the world. 

! Subsequent to the preparation of this report the subcommittee has been advised that on July 3, 1952, 


the bank accepted an offered compromise settlement involving collections of $601,647.30 and which neces- 
sitated a write-off against earned surplus reserved for future contingencies of $278,345.72. 
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In one instance alone there was a loan in Montevideo which had 
been written off by the bank, and because of the activities of our sub- 
committee it was reinstated, and I am very happy to note that in 
your current report you show that the loan had been paid up at least 
in full as to principal. That is the loan of—it is listed here 

Mr. Brown. Will you yield? 

Mr. Mutter. In a moment. 

It is listed on page 32, under the name of Talleres Graficos Sur, S. A. 

Mr. Mumma. Which book are you reading from? 

Mr. Mutter. The last printed report July, 1955, operations. 

You show there the principal advanced against the loan was $78,875, 
principal repaid, $78,875. At the time we made our investigations 
some $31,000 plus of principal and interest was charged off as a bad 
loan or uncollectible, and under the last column you show $9,507 
charged against reserves. 

Was that a writeoff of interest? 

Mr. Waveu. If I might clarify just a minute, Mr. Congressman, 
that was not charged off as such but a reserve was placed against it 
for a possible loss which is different in a banking loan than a chargeoff 
item. Mr. Arey and Mr. Stambaugh, who are familiar, advised me 
of that. 

I call your attention to the fact this is a private loan and not a 
Government loan. There was a sum of $9,507 charged off against the 
reserve. 

Mr. Mutter. In order to effect a settlement you made a deal with 
them and wrote off interest amounting to $9,500? 

Mr. Wavau. Mr. Arey wants me to add on behalf of the bank that 
the committee was extremely helpful in working out this problem. 

Mr. Mutter. It is quite true technically on the books you would 
set it up as reserve against a loss. When we were down there, and 
after we got back, we were told that it was considered uncollectible. 
It was through the pressure of the committee on local officials and on 
the people who were running the printing plant there, with the 
equipment furnished by Export-Import Bank money, the loan was 
revived and I am very happy to see that it has been paid now, and the 
only loss was of interest. 

I think we found a similar situation in Venezuela, and I think that 
that has now been corrected. That was a much Jarger loan, in con- 
nection with a breakwater at Caracas. That situation has been 
cleaned up now, too, has it not? 

Mr. Mumma. Did we charge money off for that loan, did you say? 

Mr. Mutrer. When we were down there they had written into 
their reserves as against the loss a very substantial sum advanced to 
the first contractor who went bankrupt. 

Mr. Waveau. That is right. 

Mr. Mumma. Was it a public works? 

Mr. Mutter. Yes. 

Mr. Mumma. It seems to me in oil, those people are hog rich. 

Mr. Waveu. That was not a Government loan. 

Again I want to clarify, it was an pone diag contractor who went 
down there. 

Mr. Mumma. Who was it? 

Mr. Wavenr. Smith. 

Mr. SrampaueH. Charley Smith. 
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Mr. Mutter. S. & 8S. Construction Co. Smith is one of the prin- 
cipals, I think. 

Mr. Wavau. There is a judgment against this particular contractor 
who maintains he lost everything he had by a so-called act of God in 
the breakwater. We are still collecting on our judgment. He is 
continuing to make payments. 

Mr. Mumma. It seems to me that would be a Government thing 
down there. I have been there. 

Mr. Waveu. No. The Government lets the contract to the private 
contractor who agrees to do the work, and we financed the contractor, 
and the contractor did not complete his contract. 

Mr. Mumma. He didn’t have the costs right. He lost money on 
the job. 

Mr. Waveu. He says he lost a million dollars and went bankrupt. 
He is still paying us on his loss to try to keep his credit good. 

Mr. Mumma. If that had been an American, a bonding company 
would be paying. 

Mr. Wauau. They did have a bonding company; that is right. 

Mr. Mutter. Has the bonding company paid its obligations? 

Mr. Waveu. Yes, sir. 

Mr. Mutter. There were two guarantors, a man by the name of 
Charles W. Smith and a W. L. Stephens that were guarantors. 

Mr. Wavuau. They were the contractors, and guaranteed personally. 

Mr. Mutter. I think 8. & S. Construction Co. was the contractor. 
They were the guarantors. 

Mr. Wavueu. The contractor was the S. & S. Construction Co. 
They were the guarantors. 

The CHarrMan. How much did you lose in this contract? 

Mr. Wavueu. Mr. Stambaugh says it is down to about $60,000. 

Mr. Mutter. At that time I think there was a balance of $500,000. 
You have brought it down to $60,000? 

Mr. WaucGu. May I offer the suggestion, gentlemen, that in over 
22 years in $7 billions of dollars worth of credits and over $5 billions 
of doilars paid out, it is very easy to anticipate. 

Mr. Mumma. You want us to take a little something away from you? 

Mr. Wavuau. There will be some losses. 

Mr. Mutter. Hindsight is better than foresight, particularly in the 
banking business. I think your predecessors agreed that the loan in 
Montevideo is not the kind of a loan you would make today. You 
supplied the money for a printing press, and then you ran into all 
sorts of difficulties including the claim that you might be interfering 
with the freedom of the press if you tried to foreclose your lien. 

Mr. Wavau. That is correct. I think that if the same loan came 
up again, that based on experience that the bank would not make 
that credit. 

Mr. Mutter. I think also it was a private loan or a loan to private 
enterprise. Every time you try to enforce payment somebody in the 
Government would come along and say: ‘““This man is a necessary part 
of our Government. Let us not press him too hard.” 

The Cuarrman. I think the record you have made richly justifies 
the request you make for extension of the Export-Import Bank, and 
I hope the committee will approve it. 

Mr. Mutter. Not so fast, Mr. Chairman. I may agree with that, 
too, but I am not through with my questions, Mr. Chairman. 
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Mr. Brown. Will the gentleman yield to me? 

Mr. Mutter. Certainly. 

Off the record. 

(Discussion off the record.) 

Mr. Mutter. I would like to pursue some other matters, Mr. 
Chairman. 

In Argentina, in May of 1950, the bank under its loan agreement, 
made advances of some $96,400,000, and that was a Government 
loan. It was made so the Central Bank of Argentina, which is a 
Government-controlled bank, and I think you look upon it as a 
Government loan, do you not? 

Mr. Wavueu. That was made to a group of Argentine banks to pick 
up the arrearages of American shippers in that particular country. 
That was used for that purpose. They didn’t take $28 million of the 
credit, so the total amount of the credit extended by the bank was 
$96 million, and we have already received $19 million repayment. 
It is being repaid promptly, semiannually, and will all be due and 
payable before 1963, if it doesn’t have to be extended, so the outstand- 
ing on the loan as of June 30 last year was $77 million. 

Mr. Mutter. Does the Central Bank guarantee it? 

Mr. Wavapr. Yes. 

Mr. Muurer. It was interesting to note in our conference with Mr. 
Peron at the time, he started to brag that his government owes no 
money to any foreign government, or anybody else. We called his 
attention to the fact that his government is a guarantor on this loan. 
He said “That is not the Government. That is only the Central Bank 
of the Government.” 

Mr. Wavau. I might say that sometimes I would rather have the 
central bank of certain countries than the Government itself. 

Mr. Mutter. You may be right, particularly in that instance. 

Mr. Mumma. You speak about arrearages to American people. 
Are these past due book accounts, transactions that have been on 
before? 

Mr. Wavueu. Yes, sir. 

Mr. Mumma. Not transactions O. K.’d by the Export-Import Bank? 

Mr. Wavueu. That is right. 

Mr. Mumma. It is sort of ex post facto, then? 

Mr. Wavueu. Yes, sir. That is exactly correct. Until that was 
done there was no trade between Argentina and this country. 

Mr. Mu rer. Let me get that, please, until this loan was made 
there was no trade? 

Mr. Wavucu. No. Until the loan was made trade was stopped. 

Mr. Muttser. Trade was stopped? 

Mr. Waveu. Until the loan was made. 

Mr. Mutter. In other words, this loan was made for the specific 
purpose of taking up or making money available to the American 
exporters whose funds were blocked in Argentina. The Argentine 
Government would not let any Argentine funds be used no matter 
what the currency was to pay these American exporters? 

Mr. Mumma. Is the word “blocked” good there? 

Mr. Mutter. It was precisely that. Peron had his Parliament 
issue an edict which prevented any of those Americans taking any 
money out of that country to pay those accounts. 


Mr. Mumma. My question was, Was it past due accounts and they 
said ‘‘Yes’’? 
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Mr. Mutter. They were past due accounts. The accounts were 
due and payable in accordance with the terms of the trade, and the 
terms of the orders and contracts. The Peron government would not 
allow them to be paid. 

Mr. Mumma. That was a combination job. 

Mr. Mutter. Even before some of the obligations matured Peron 
had his edict issued so they couldn’t get payment. The goods were 
delivered. 

The CuarrmMan. Let the witness testify. 

Mr. Mutter. He stopped payment by saying, ‘‘You can’t get any 
of this money out of this country to pay these obligations.”” This 
loan was made for the express purpose, and it was used for that pur- 
pose, too, to pay these American exporters the money which they 
couldn’t get out of Argentina; is that correct? 

Mr. Wauan. Yes, sir. 

Mr. Mutter. Our subcommittee was critical of that kind of use of 
Export-Import Bank money at the time we came back. We said, 
“This money of the Export-Import Bank, in accordance with the 
theory and intent of the law, was to be used for the purpose of develop- 
ment of these countries, financing Americans, in sending materials 
and services into these countries, and to help those countries build 
up.” 

Now, this is before your time, but we were critical of it. We indi- 
cated that that was not what we expected to be done with this Export- 
Import Bank money. 

Nevertheless, we find in February 1953, with Brazil, we find a $300 
million loan made for the exact same purpose. Am I right? 

Mr. Wavau. Yes, sir. 

Mr. Muurer. The loan is not in default. I think there is about 
$245 million due on that loan today, and the installments and interest 
are being paid, but that, too, was a loan made as a so-called balance-of- 
payment loan, so Americans could get the money which was owed to 
them, and was not being made available to them in Brazil. Am |] 
right? 

Mr. Wavau. Yes; that is correct. 

Mr. Mutter. Now, are there any other balance-of-payment loans 
outstanding today? 

Mr. Waveau. I don’t think of any. 

I would like to say, Mr. Congressman, that the directors of the 
bank do not like this type of loan, either. 

Mr. Mumma. Do not like what? 

Mr. Waveau. Do not like this type of loan, either. We do not like 
an ex post facto loan as you mentioned. Sometimes, for the good 
of the relations between the respective countries, it is necessary to 
make loans of this type, and the Brazil loan was only made after 
considerations were given, not only by the Export-Import Bank, but 
by the highest authorities of the United States Government. 

Mr. Mutter. As a matter of fact, that function, the balance-of- 
payment loan by a bank, the function of making that, properly 
belongs with the monetary fund; does it not? 

Mr. Wavuaeu. The monetary fund might advance them money, and 
did at the time. 

Mr. Mutter. Well, now, are there any other applications pending 
for any balance-of-payment loans with your bank? 

80144—56——_3 
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Mr. Wauau. No, sir. 

Mr. Murer. There are no such applications pending from Turkey? 

Mr. WauaGu. No, sir. We have no applications from the Turkish 
Government pending in our bank at this time. 

Mr. Mutter. How about Thailand? Are there any applications 
pending from Thailand? 

Mr. Waueu. There are no applications pending from Thailand. 

Mr. Mutter. Do you onal receiving a cable from me from 
Bangkok calling your attention to negotiations that were then being 
carried on for a loan to Thailand? 

Mr. WauGu. May I suggest that Mr. Arey answer that question 
because he is familiar with the case, and I am not, sir. 

Mr. Arny. I remember that the Congressman did cable us. The 
answer could have referred to oue of two situations, Mr. Congressman: 
Either the one you cabled us about was before the International 
Bank—l think there was one at that time; or, secondly, there was an 
application to us by a United States exporter who was trying to get 
an order in Thailand and wanted to know if we would assist in financ- 
ing it if he did get it. He didn’t get it, and there is nothing before 
us at this time about it. 

Mr. Mutter. Was there an application pending either in your bank 
in connection with which you would act as an agent for ICA? 
Mr. Arzry. No, sir. 

Mr. Mutrer. Or for one of the other Government agencies in con- 
nection with roadbuilding? 

Mr. Arey. If that was the roadbuilding we had no application. 
That was not before us at all. If there was such an application it 
was probably at the International Bank; or it may have been some 
matter being discussed by ICA. 

Mr. Muuzer. You don’t know whether my cable was referred to 
the other agency? 

Mr. Arey. I don’t recall. I do remember there was a cable and 
that it was with reference to something that we did not have before us. 

Mr. Muurer. Will you check for me, please, and find out what 
was done with the cable after it arrived, and whether or not it was 
referred to any other agency, and, if so, what agency? 

Mr. Arey. Certainly. 

Mr. Waucu. What month was that, please? 

Mr. Murer. That was in October of 1955. 

Mr. Waueu. Thank you. 

Mr. Brown. Approximately a year ago some of us were a little 
uneasy and feared there might be some infringement by International 
Finance Corporation on the activities of the Export-Import Bank. 
We placed in the record last year in this respect the committee’s 
desires to instruct the Chairman and members of the National Ad- 
visory Council that there should be constant vigilance and every 
effort exerted to be sure there would be no infringement by the 
International Finance Corporation on the activities of the Export- 
Import Bank. 

Have you carried that out? 

Mr. Wavueu. I remember that very well. You will remember a 
that time I testified as an officer of the Department of State, but the 
International Finance Co. has not as yet come into being. It has not 
been organized. They have to get 30 countries, with $75 million, and 
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they have not as yet received either the number of countries or the 
amount of money necessary to start it operating, so we haven’t had 
a chance to test it yet, sir. 

I anticipate, however, that there will be coordination, just as your 
committee directed us a year ago when we were here before you. 

The CuHatrMan. Mr. Waugh, you want the statements you have 
made before the Senate committee, and the answers to the questions 
propounded to you there, inserted in this record as an original state- 
ment by you? 

Mr. Wavau. I don’t think we need the questions now. I answered 
them substantially at the beginning of my statement. 

The CnarrMan. I think that is unnecessary. 

Are there any further questions? 

Mr. Tatue. Mr. Chairman. 

Mr. Fountain. Mr. Chairman. 

The Cuarrman. Mr. Fountain. 

Mr. Fountatn. Is a service charge made for extending a line of 
credit or do you simply charge interest when the loan is made? 

Mr. Wauau. We charge interest. 

Mr. Fountain. There is no service charge? 

Mr. Wavau. No, sir. 

Mr. Fountarn. I noticed in the report of the hearings in the Senate 
there is a bill pending to take from the bank the authority to make 
normal short-term commercial loans for exports from or imports into 
the United States. What was the purpose of that legislation? 

Mr. Wavueu. There is a similar bill before the House that was intro- 
duced by Mrs. Church, and that came out of the vast number of bills 
that were introduced, as she told me, by request of the Hoover Com- 
mission. 

Frankly, I cannot understand the purpose of the legislation. We 
were questioned at some length before the Senate committee, inasmuch 
as Senator Smith had introduced an identical bill, also by request of 
the Hoover Commission, as the one introduced by Mrs. Church. I 
have the numbers of those House bills here if you would like to have 
me refer to them. 

Mr. Founrarn. What reason did the Hoover Commission give for 
making that recommendation? 

Mr. Wauenu. I think there was a misunderstanding as to what they 
call the medium term loan. This bank has never gone into the 
question of financing in a period of less than 1 year on the theory, and 
on the belief, that the private banks have done a magnificent job in a 
short-term financing, and I think the Hoover Commission was con- 
fused with reference to the terminology. 

Now, we call a medium term loan anything that runs from 1 to 7 
years. The same act also transferred at the same time to the Export- 
Import Bank all of the loaning agencies, all the loaning interests of 
other agencies which we don’t understand, either. 

Mr. Fountain. I think they have been confused in a lot of their 
recommendations. 

The CHarrman. What is the average interest rate on your loans? 
Does it vary very much? 

Mr. Wavueu. Our rates are dependent upon the cost of money that 
we are paying the Treasury. For example, we paid the Treasury the 
highest rate of interest we have ever paid in May of 1956, 3% percent. 








16 EXTENSION OF EXPORT-IMPORT BANK ACT 


Our payments to the Treasury this month are on a 3-percent basis. 
Our interest rates to our borrowers on the export credit lines are 5% 
percent, some of the longer term loans are 5 percent. The rate would 
average right at 5 and a fraction percent. 

The CuHarrmMan. It is a uniform rate, not based on peril at all? 

Mr. Wavuen. It is a uniform rate in some instances, but not always 
on the exporter credit lines, because with the exporter credit lines we 
work with the exporter who carries 20 percent of the paper, and if he 
can get a 6-percent rate for his own money we participate, pari passu, 
with him, on whatever rate he gets. 

The CHarrMan. What percentage of your loans are participation 
loans? 

Mr. Mumma. Are the loans no less than five? 

Mr. Wavaeu. No, sir. 

The CHarrMan. What percentage of your loans are participation 
loans? 

Mr. Wavuau. You mean by the exporter or with banks? 

The CHarrMan. By the banks. 

Mr. Wavau. I cannot give it to you in numbers, but we are trying 
to increase it, and we have had very good success in getting participa- 
tions in a larger number of loans during the last 8 months. On our 
exporter credit we insist that the exporter carry 20 percent of the 
paper, and get a 20 percent downpayment, so 60 percent of the original 
invoice cost is the part that we finance, without recourse, on the 
shipper. 

The CuarrMan. You think it is very desirable to get participation 
and have the banks participate? 

Mr. Wauau. We like not only to have the banks participate but 
we like to have the exporter participate. We think that is extremely 
helpful. The fact of the matter is, we think that if the banks participate 
we are carrying out the act as it was intended, that we are to supple- 
ment private capital. We want private capital to carry as much of 
this paper as it possibly can, because we think that is where it belongs. 
We only step into the picture where private capital is not available, 
or to supplement private capital. 

The CHarrMaN. Is it a requisite that they shall have attempted 
to get private capital before they come to the bank? 

Mr. Wavau. Very definitely; yes, sir. 

The Cuarrman. Dr. Talle? 

Mr. Tatie. Mr. Chairman. 

I would like to refer to the loan made to Argentina. That I believe 
was $125 million. I remember Mr. Peron said when the subcom- 
mittee was there in 1951 that the Government of Argentina had no 
foreign loans whatever, and when the $125 million loan was mentioned 
to him he said “Well, that was something apart from the Government. 
A syndicate of banks, or some arrangement of that sort, was respon- 
sible for it,’ and when we brought that message back to your board, 
the Board of the Export-Import Bank, following our visit in Ar- 
gentina, | remember that the Chairman rather laughed at the idea 
as we who were there inwardly did at the time. 

Now, what I am coming to is this: Would it not be well to put 
something in the report, if not in the bill, which would help the 
Board of the Export-Import Bank to avoid making loans that bail 
out people who made bad loans to start with? I am thinking of the 
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hotel in Panama. That was a bad situation, if there ever was, and 
if there was some kind of directive to the Board, your Board, Mr. 
Chairman, would that not help you in fending off people who might 
desire to make loans, not for the purpose of proceeding with something 
desirable, but for the purpose of bailing out somebody who hasn’t 
made a success? 

Mr. Wavau. May I separate this into two points? You bring the 
Argentine loan and the Panama loan. 

Mr. Tauue. Yes, indeed. 

Mr. Wavau. I am thinking of the two points. 

The Argentine loan, which was made in 1950, was made, as I 
explained before, and as the Congressman so clearly mentioned, was 
to obtain the release of blocked funds to pay the American exporters 
in order that trade could be resumed between the respective countries. 
Quite often we find that countries like to keep their indebtedness 
down, and so they will organize what they might refer to as, or what 
we might refer to as a RFC and have the RFC borrow. It is a wholly 
owned Government corporation, and technically speaking the parent 
corporation, or the Government, itself, won’t show on their statement, 
as such. That is a device that is used by American corporations in 
the domestic field at times. 

I don’t know what could be put into the law, because we are con- 
scious, sir, of the problem involved, and we certainly don’t need any 
directive to keep us away from this type of loan, which will never be 
made unless there is some most unusual circumstance. 

Now, talking for just a monfent on the hotel loan in Panama, the 
proof of the pudding there as to whether or not it is a bad loan I think 
is the fact that it has all been paid a hundred cents on the dollar. 
The bank received every cent of its money out of the loan. The loan 
was refunded by one of the largest banks in this country, so they 
must have thought it was a pretty good credit. 

Mr. Tae. I am glad to know you are out of it. 

Mr. Wipnatu. Wasn’t that refunded after they put the gambling 
room on top of the hotel? 

Mr. Wavau. That was one of the provisions in the agreement that 
we would not permit gambling, and they went to the private market 
and borrowed the money and paid us off. 

Mr. Wipnatu. That is probably why they think it is a good loan 
at this time. They wouldn’t have refunded if they hadn’t obtained 
the gambling room. 

Mr. Wavau. I was there on Easter Sunday, the day before, and 
the day after, and whether or not the gambling is an asset or a Jiability 
at that hotel, I still am not sure. If I had to argue, I would argue 
that it was a liability. 

The CHarrMaANn. Did you make a loan to the hotel at Caracas? 

Mr. Waveau. Yes, sir; and also one at Bogota. We are now being 
pressed to make loans all over—hotel] loans—all over the world. We 
are being pressed to make hotel loans for 2 or 3 reasons: In the first 
place, they think that is the best dollar earner for some of these 
countries. The traveling public wants better accommodations, the 
aviation lines insist they must have better accommodations or they 
will lose their trade, and will have to cancel some of their orders for 
modern jet planes. 
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The bank has taken the position that we should not go into the 
hotel-financing business, as such, specifically on luxury hotels, but 
where a hotel is wel] organized and well managed we can see no reason 
why, if an owner would want to come to this country and buy elevator 
equipment, or plumbing equipment, that we shouldn’t assist the 
borrower and the exporter with financing from the Export-Import 
Bank. 

Do I make the distinction there? 

Mr. McDonoveu. You are speaking about loaning money to build 
hotels which will be operated by private ownership? 

Mr. Wauau. Yes, sir; in all instances. 

Mr. McDonoucu. And operated by private ownership of natives 
of the country in which the hotel is built, or by Americans? 

Mr. Wavueu. Both. And, incidentally, we have’t made any loans. 
I am just telling you one of the problems that is before us now. 

Mr. Mutter. You mean by that, under your chairmanship there 
have been no such loans made? 

Mr. Wauau. I have mentioned the only two loans we have. 

Mr. McDonovuaen. Caracas and Panama? 

Mr. Wauau. No, Caracas and Bogota. Panama has been paid. I 
would like to say the development of the Pan-American Highway in 
Central America has caused us to receive a number of inquiries, 
rather than applications, and one application for the building of a 
series of motels that run all the way down the highway. 

Mr. McDonovueu. On the river road you speak about? 

Mr. Wauau. No, on the paved rodfd, on Pan-American Highway. 

Mr. McVey. River Road is in Nicaragua. 

Mr. Waueu. The Pan American Highway under construction at 
this time. 

Mr. Tair. May I clarify the matter I started out on, Mr. Chair- 
man? 

The CuarrMAN. Proceed, Doctor. 

Mr. Tauue. As I understand it then, your bank has no loan on the 
hotel in Panama? 

Mr. Wavueu. We have a loan to the Government of Panama, which 
is shown in the book here, but that is no obligation of the hotel. We 
have a loan to the Panamanian Government. I am informed, not 
officially, that the money from this credit was put into the hotel by the 
Pan American Government, but we have no obligation of the hotel 
company. 

Mr. Mutter. That is page 30. 

Mr. Tatie. And what did you say about the $125 million to 
Argentina? 

Mr. Wauaeu. May I finish Panama first? 

The bank loaned $1% million to Panama for financing unfunded 
obligations of the hotel, of which up until 11 months ago, $423,000 
has been repaid and there is a million outstanding. 

That is on page 30 and 31 of the semiannual report. 

Mr. Tauuie. And do I understand that the loan in Argentina, the 
$125 million, has been attended to in a satisfactory manner? 

Mr. Wauau. Yes, sir. 

Mr. Tatute. What is the situation there? 

Mr. Wavuau. In Argentina? 

Mr. Tats. Yes. 
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Mr. Wauau. Are you speaking generally now, not of a specific 
loan? 

» Mr. Tate. I have in mind the $125 million which Mr. Peron said 
was not a responsibility of Argentina. 

Mr. Wavuau. We have 77 million outstanding on the loan, 19 
million having been paid. 

Mr. Tauuz. You are satisfied that that is going along all right? 

Mr. Wavuan. They have never missed a payment of principal or 
interest every 6 months. I think the situation in Argentina today— 
and that is why I hesitated, I thought that is what you were asking— 
is far better than it was under the past regime. They have a group 
in the city now that came yesterday or the day before to discuss their 
overall plans, not only with us, but with the International Bank and 
with the Monetary Fund. 

They have a five-man commission here now that came this week. 

Mr. Tats. I[ understand that there are some more recent matters 
involving financing in Argentina and Brazil, balance of payments, 
et cetera. How about those? 

Mr. Wavan. I didn’t get the question. 

Mr. Tauue. I understand that there are some more recent develop- 
ments in Argentina and Brazil having to do with balance of payments. 

Mr. Waveur. You mean as to whether or not they have arrearages? 
I am not quite clear as to the question, or whether or not we have 
made subsequent loans. 

Mr. Tate. I am not referring to the loan for the steel mill. I am 
referring to possible loans that might be asked of you to cover defi- 
ciencies in the payments of those two countries. 

Mr. Wavucu. We have no application from either country before 
us and don’t anticipate it. There are no deficiencies on any loan we 
have, no delinquent payments on any loan we have, and their com- 
mercial arrearages are up to date. 

Mr. Tatur. Part of my concern is this: That in some countries, as 
of course you gentlemen know very well, the governments are un- 
stable and I was concerned as to whether the money we have lent to 
some of those unstable governments may be safe. 

Mr. Waveu. Mr. Congressman, before you came in I gave some 
figures which I will briefly repeat, that in the 22 years’ history of the 
bank in Latin America, the bank has loaned a billion and a half dollars, 
and $600 million has been repaid. There is $900 million outstanding 
today, without a default on a government obligation, and we have 
commitments that have been authorized that have not drawn down 
yet, both to private and to governments, of some $300 million or $400 
million in addition to that. Despite the fact, as we all know, there 
have been many changes of governments in Latin America in the 
last 22 years, this bank has never experienced that in any change 
of government there has been a default in the past history insofar 
as the bank’s government loans are concerned. 

I think that is the best answer I can give you, sir. 

Mr. Tautxe. That is certainly a very good record. 

Mr. Waveu. I think it is a remarkable record. I think the situa- 
tion in the Latin American countries is probably more stable today 
than it has been in many times over the 22-year period. 

Mr. Tatts. I think that is true. 
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The CuarrMan. The government that has succeeded the Peron 
regime has done everything you have asked them to do in regard to 
the assumption of the loan? 

Mr. WauGu. We haven’t even asked them for the assumption of 
the loan. We haven’t needed to ask them for the assumption of the 
loan. What we are trying to do, what our Government is trying to 
work out, is a relationship that will let them continue to operate, 
both here and in the international field. We are very much impressed 
with the new governments, both in Argentina and Brazil, and we have 
visited them personally, both there and in the case of Brazil, here, 
when their President-elect was here. 

The Cuarrman. Then they have shown every evidence that they 
are going to assume the loan? 

Mr. Wavuau. We take that for granted and since they have come 
in, they have made their semiannual payments. We just take it for 
granted they are going to assume the loans. We don’t even question 
them. 

Mr. Mutrer. There is no need for any assumption agreement. 
The obligation continues and they are making their payments. 

Mr. Wavuau. Yes. 

The CuarrmMan. When they pay their obligation, I think that is 
sufficient assumption. 

Mr. Wauaeu. Thatis the best assumption for us. These loans are all 
made on a semiannual payment basis, so if there is a default we can 
pick it up pretty fast. 

Mr. Tauue. It has been said that Colombia has convertibility of 
currency. Does the Government really have it or does it not? Is it 
free or is it restricted? 

Mr. Wavau. I have never thought that Colombia had converti- 
bility of currency. I have never felt that they had. 

Mr. Tauuie. The claim was made about 5 years ago that they had 
turned to that, but on inquiry it seemed to me that there were 
restrictions. 

Mr. Wauveu. I think they took off some of their controls, but as to 
what they would import—that we don’t use as a phase of converti- 
bility, sir. 

Mr. Tauuiz. I don’t either. In Brazil they had a whole array of 
rates of exchange, one rate for this and one for something else and 
another for something more. Do they still operate that way? 

Mr. Wavuen. That is true both in Argentine and Brazil, also in 
Chile. Those are the problems we are trying to clarify with the 
International Monetary Fund. I can give you an example: When we 
were in Chile a year ago, the situation was critical. Im November, 
when we were there, we talked to the officials of the Government. 
They have put in monetary regulations since. They came to this 
country and obtained stabilization credits from the private banks, 
from the Monetary Fund, and from the United States Treasury, but 
did not call upon the Export-Import Bank. 

We suggested that if and when they did get their financial house in 
order, we would and should consider some loans of the shipment of 
goods from United States corporations to modernize their nitrate 
plants, which are the dollar earners in their country. The United 
States copper companies have since added to their sizable private 
investments. 
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It indicates what can be done in a period of 6 months, when the 
government, itself, determines to take the necessary measures to cor- 
rect their financial picture, and their financial stability. 

Mr. Tauue. I believe, Mr. Waugh, that the record of the Export- 
Import Bank is very good. 

Mr. Waveu. Thank you. 

Mr. Tate. And it is our own institution. I want to keep it that 
way, too. 

Mr. Waveu. I agree with you 100 percent on the last statement. 

The Cuarrman. Mr. Waugh, what effect have our relationships 
with these countries through the bank had on the general feeling of 
friendship, international good will? Do you think to some extent it 
has stimulated it? 

Mr. Waveu. I was extremely interested in that very phase, Mr. 
Chairman. During the 2% years I was in the Department of State I 
made 2 trips to Latin America—pardon me, Mr. Multer, to South 
America, and since I have been with the bank I have made 1 trip to 
South America and 1 trip to Central America and have covered all 
but 2 countries in that period of time, all but Uruguay and Paraguay. 

I think the Export-Import Bank, on account of its relationship in 
the loaning field, has created a very good impression in the Latin 
American, or the South and Central American picture. I don’t think 
I am always the best judge. I think that the Congressmen who go 
out on trips of this type sometimes are able to get a little better picture 
than those of us who are so intimately connected with the bank. 

I think the record has been good, and | think the reputation today 
is excellent. 

Mr. McDonovuau. Mr. Chairman—lI haven’t been to that part of 
the world, Central and South America, but I made a trip to Europe 
last year, and talked especially to the responsible agencies of the 
government who either had pending loans or had loans paid off, made 
by the Export-Import Bank and the general reply to me in relation 
to the functioning of the Export-Import Bank as compared to foreign 
grants-in-aid through the foreign aid bill was that they prefer the 
Export-Import Bank, with an obligation to repay, with an interest 
rate, because it preserves their self-respect. They felt grants-in-aid 
through the foreign aid bill was a consideration of their weakness, 
while this indicated that they were strong enough to meet their own 
obligation, to pay the principal with interest. 

I notice in the history that you supplied the committee here, in 
the beginning, the Export-Import Bank, the first sentence states, 
“The Export-Import Bank was created to facilitate trade between 
the United States and Russia.” 

Mr. Waveu. That was the purpose of the first bank, but the loan 
was never made. 

Mr. McDonovan. Shortly after that, a misunderstanding arose, 
and no loan was granted. 

Have there been any approaches made by the Soviet Republics to 
use the Export-Import Bank in recent years? 

Mr. Wavau. No, sir. 

May I go off the record just a moment? 

(Statement off the record.) 

Mr. Wipnatu. Are there any loan applications pending for develop- 
ment of southern Italy? 
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Mr. Waven. I didn’t hear the question. 

Mr. Wipnatu. Are there any loan applications pending for the 
development of southern Italy? 

Mr. Waveu. We have—the reason I hesitated on that, I have to 
go to Mr. Arey, who has had 18 years in the bank. Our loans in 
Italy as you probably know, are made to the IMI, Institute Mobiliare 
Italiano, and they they reallocate these to private industry, so I 
cannot say if we have any pending right now. 

I do know that the World Bank, the International Bank has a loan 
pending for the agricultural development in southern Italy, which is 
so badly needed. 

Mr. Wipnauu. I think most of us have been impressed by the fact 
that nothern Italy is booming from Rome north and from Rome south 
some pitiful conditions exist. At the time I was there they were 
talking about a 10-year plan by Senator Vannoni. 

Mr. Waveu. He has since died. He was the Finance Minister. 

Mr. Wipnatu. The development of southern Italy is a field in 
which the United States, can be helpful. If they can be self-sustain- 
ing, it would help to alleviate the immigration pressures on the 
United States from that area. 

Mr. Wavau. We think the loans made by the bank over the past 
10 years to Italy have been about as satisfactory a group of loans as 
the bank has made. I call your attention to the fact that out of the 
$104 million worth of loans that have been made, they have already 
paid $49 million. They haven’t used $26 million. There is some 
$28 million outstanding out of that total volume of loans. 

So they have done very well repaying these loans which are really 
private industry loans although made through this Government 
organization. 

Mr. Wipnatu. Do you have any loans pending that you know of 
through the IMI that would be used for development of their oil 
resources? 

Mr. Waveanu. No, sir. IMI doesn’t touch the oil resources. That 
is a separate organization. That is IGAP; I think that is the name. 
We have not made any loans in the Export-Import Bank to further 
the nationally owned oil interests in any country. 

Mr. McDonovuen. For the reason that they don’t want you to? 

Mr. Waven. No, sir; because it is contrary to the policy of this 
Government to do that. 

Mr. McDonoven. That is a new angle. For what reason? 

Mr. Wavau. Because we think private capital is available for 
development of the oil business and we don’t think that the oil business 
should be nationally owned and that the private operators should be 
kept out of the business the way some of these Government people 
feel they should. 

Mr. McDonoven. What about the sulfur industry; southern 
Italy? 

Mr. Waveu. I don’t know anything about the sulfur industry. 

Mr. McDonoveu. You haven’t had any request for redevelopment 
of the sulfur industry? 

Mr. Wavau. No, sir; not in Italy. 

Mr. Wipnatt. The oil development in the Pescara region of Italy 
on the Adriatic is being conducted both by the Italian Government 
and I think by the Shell Oil Co. 
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Mr. Waveu. The real field in Italy is the Po Valley, which has 
been restricted entirely to the Government. In some of the fields 
that are not so especially profitable they have been giving some con- 
cessions, but the private capital is ready to step in there any time they 
can get the concessions from the Government such as they have in 
Peru. 

There are 16 companies in Peru now that have concessions and they 
have one of the finest oil laws that could be had. 

Mr. Brown (presiding). Any other questions? 

Mr. Berts. I have one more question. As I understand, in your 
statements to Mr. McDonough, the World Bank and the Export- 
Import Bank are competitive Government agencies in the field of 
lending to governments. 

Mr. Waveu. They are complementary rather than competitive. 
We have to coordinate our loaning like any two banks would for a 
single borrower, of course. 

Mr. Berrts. To clarify the thing in my mind, I notice you would 
have the right to loan to a government for development of a national 
government, the same as the World Bank? 

Mr. Waveu. Certainly. 

Mr. Berts. This is a concrete example. Would the Export-Import 
Bank have the same authority to lend to Egypt for development of 
Aswan Dam as the World Bank? 

Mr. Wavuau. We would if it was going to be loaned in dollars. 
Their loan to Egypt will be loaned in the different currencies, which 
we do not do. Ours are loaned in dollars and ours are tied loans to 
the sale of American products. Theirs are not. 

Mr. Berrts. To carry that through, to clarify it in my own mind, I 
wonder if you could just briefly state the difference in operation of the 
Export-Import Bank and the World Bank and the International 
Bank? 

Mr. Waveu. The World Bank and the International Bank for 
Reconstruction and Development are one and the same. The Inter- 
national Bank for Reconstruction and Development, the IBRD, as 
they call it, is the World Bank. The World Bank is just a nickname 
for the International Bank, the way they call the Export-Import 
Bank the Ex-Im Bank. 

Mr. Tauue. It is the International Monetary Fund you have in 
mind, Mr. Betts. 

Mr. Berrts. Could you explain the purpose of the International 
Fund? 

Mr. Wavenu. Interngtional Monetary Fund and International 
Finance Company? 

Mr. Berts. I think we understand that. We just passed that law 
last year. I think we understand that all right. 

Mr. Waveu. I would like to talk on the International Bank and 
the Export-Import Bank which I have done before in this same testi- 
mony. The question that seems to confuse people is, the International 
Bank is a bank of 58 countries. They subscribe 

Mr. Berts. I understand that.. 

Mr. Wavau. They loan only to their own members and they loan 
only on Government guaranties. Their loans are all open to inter- 
national bidding and they can loan in different currencies and collect 
in different currencies. The Export-Import Bank is a wholly owned 
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United States bank; it loans in dollars and it collects in dollars, it 
loans to governments and it loans to private industry abroad, but 
always for the sale of American goods and services. 

Mr. Berrs. But your loans to private industries have to be guaran- 
teed by the Government; is that right? 

Mr. Wavuau. Not at all, sir. The fact of the matter is we are talk- 
ing about a steel loan right now of a sizable amount in Mexico City 
that is wholly owned by a private industry, both there and 10 or 
15 percent in this country. It will not have any Government 
guaranty. 

Mr. Berts. I thought the reason we passed the International 
Finance Corporation law last year was to create an institution that 
could make loans without guaranty of governments. 

Mr. Waueu. That is correct, but the International Finance Cor- 
poration was more to make loans in the form of equity, or convertible 
debentures, which would attract other capital. In other words, there 
can be a possibility where the International Finance Corporation, 
when it comes into being, will make a convertible debenture Joan, 
convertible into stock, and the Export-Import Bank can go in and zet 
a promise to pay in the same particular project. 

In other words, the IFC will stimulate, we hope, private capital 
going into the international market, but more in the form of con- 
vertible debentures. 

Mr. Mutter. Before you leave that point, Mr. Betts, that is still 
only part of the international financing situation. We still have the 
International Monetary Fund in addition to the World Bank and the 
Export-Import Bank. 

Mr. McDonovau. Is Monetary Fund loaned money? Monetary 
Fund doesn’t loan money; does it? 

Mr. Wavcu. Yes. The Monetary Fund loans money. You are 
getting me in awful deep now. I would like to have—— 

Mr. Berrts. I didn’t intend to do that. I knew I would display 
my ignorance by asking that question, but 1 want to thank you for 
the statement you have made. I think it has been a clarifying 
explanation of the difference in operation of some of these lending 
agencies. 

If you care to go on and elaborate on the purpose of the International 
Fund, I would apprec iate it. 

Mr. Waveun. The International Monet tary Fund, as well as the 
International Bank, i is an outgrowth of the Bretton Woods Agreement, 
and inasmuch as on my left we have a man who attended the Bretton 
Woods Conference, I am going to ask Mr. Blowers, who is one of the 
newer directors of our bank, if he can deline&te for you the principal 
features of the—for you and for me—of the International Monetary 
Fund. 

Mr. Buiowenrs. I think it is best to say that the International 
Monetary Fund is a sister or brother organization of the International 
Bank. ‘They both had their birth in the Bretton Woods Agreement. 

The International Bank, the World Bank as you have called it, was 
set up to make long-term loans and medium-term loans. The 
International—— 

Mr. Berrs. What was that? 

Mr. Biowers. Long and medium term loans. The International 
Monetary Fund was set up to act as a secondary reserve for the 
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member countries. You all know the function of a gold reserve. 
Most of the countries of the world keep their primary reserves in gold. 
The fund was set up to supplement that, and any member has an 
automatic privilege of drawing on the fund for predetermined amounts 
whenever they require short-term assistance. 

Mr. McDonoveu. With interest. 

Mr. Biowers. Yes, sir. It is with interest. It is not called a 
loan, though. It is called drawing or a purchase of foreign exchange 
or gold. That is, if a country, which is a member of the Monetary 
Fund, becomes short of immediate cash, they can go to the Interna- 
tional Monetary Fund and exchange their local currency for United 
States dollars or gold, and instead of calling it a lending operation on 
the part of the International Monetary Fund, it is called a purchase of 
the member’s currency by the International Monetary Fund. 

Mr. McDonoveu. You mean the fund is used for supplementing 
their currency? 

Mr. Buiowers. For supporting their currencies. 

Mr. McDonoveu. But the fund is not used for granting a loan, we 
will say, of $5 million to build a railroad or a highway? 

Mr. Buowers. No. 

Mr. McDonoveu. There is no practical loan made for the construc- 
tion of or the purchase of manufactured goods through the Monetary 
Fund? 

Mr. Biowers. No. 

Mr. Waueu. The Monetary Fund is the international agency which 
goes to these respective countries and sets up the rules and require- 
ments with reference to the problems we were just discussing a 
moment ago, the variable exchange rates and items of that kind. 

Now for example, Argentina has made application to join the 
International Monetary Fund. To do so they will have to correct 
the so-called evils in their financial policy system that they have been 
operating under. The International Monetary Fund goes to all of 
the countries each year and checks over to see whether or not they 
are complying with the rules and regulations of the International 
body. 

Mr. McDonoveu. What is the pertinent qualification for remain- 
ing in the fund for a country? Without a lot of detail, what is the 
most essential thing that a country must do to remain in good stand- 
ing in the International Fund? 

Mr. Wavuaeu. To remain in good standing in the International 
Fund is to be a member and not draw, but every country at times 
wants to draw for short-term purposes. 

Mr. McDonovaeu. If they draw, they don’t disqualify themselves; 
do they? 

Mr. Wavau. Not at all. That is just using the fund. 

Mr. Mumma. That is one of the ground rules. 

Mr. Mutter. Wouldn’t the International Monetary Fund ordi- 
narily be used for so-called balance of payment loans? 

Mr. Biowers. That is correct. It is supposed to step in to cor- 
rect a temporary imbalance of payments by a currency purchase or 
a chronic imbalance by advising the member country as to necessary 
corrective measures. 
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Mr. Mutter. We also have a fourth lending agency completely 
within the United States Treasury and that is the stabilization fund. 
Isn’t that so? 

Mr. Wavan. Yes, sir. 

Mr. Mutrer. Isn’t that also called upon sometimes to make so- 
called balance-of-payment loans? 

Mr. Wauau. Yes, sir. In fact a stabilization loan was made to 
Chile. I referred to it just a few moments ago. It was made by 
New York and California banks, by the Monetary Fund, and by the 
United States Treasury, to stabilize the currency reforms put into 
effect down there about 60 days ago. 

Mr. Mutrser. May we take it that the policy of your present board 
under your chairmanship would be not to make balance-of-payment 
loans? 

Mr. Wavaa. We dislike balance-of-payment loans and we do not 
make them and will not make them, unless under most unusual 
circumstances. 

Mr. Mutrsr. Have there been any State Department pressures for 
or against export-import loans in particular instances? 

Mr. Wavan. I didn’t hear the first part of your question. 

Mr. Mutrer. Has the State Department brought any pressure to 
bear on the Export-Import Bank either against or in favor of particular 
loans? 

Mr. Wavuau. We always coordinate our efforts with the Department 
of State and with the Treasury. The fact of the matter is at our 
directors meeting each week we have a representative there so that 
we coordinate our loaning activity. We naturally wouldn’t want to 
loan in any country where the State Department advises it was con- 
trary to United States foreign policy to make loans. 

Mr. Mutter. Have there been any applications turned down in 
the last 2 years at the suggestion of either the Treasury or State 
Department? 

Mr. Wavau. May I go off the record a moment to answer that 
question? 

Mr. Mutter. Let me stop you a moment. Going off the record, 
remember we are not in executive session. If the information you 
want to give us should be in executive session, I think perhaps you 
should submit it in writing. 

Mr. Houtuanp. There are no visitors here. 

(Off the record.) 

Mr. Brown. I recognize Mr. O’Hara. 

Mr. O’Hara. Mr. Chairman, I had hoped that the public hearing 
would be extended at least one more day. As far as I know, every 
member of the committee holds the Export-Import Bank in high 
regard. Nevertheless, a large responsibility is on this committee. 
The bank is coming in at the 11th hour for a 5-year extension. 

The bank has 2 vears yet to run. I think strongly this is a matter 
that should be left to the 85th Congress, when there will be the 
opportunity for holding adequate public hearings. 

Mr. McDonoveu. That is the committee’s responsibility, isn’t it, 
Mr. O’Hara, not the witness’ responsibility? 

Mr. O’Hara. Yes. I am expressing what I feel is my responsibility 
as a member of this committee. 

Mr. McDonoven. I understand. 
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Mr. O’Hara. I am not taking issue with the witness. I am merely 
explaining my position, and I have been talking with the distinguished 
gentleman from New Jersey here, who is of the same mind, just what 
is the reason that you are coming in here at the 11th hour when this 
Congress is dying and pressing for an extension of something that still 
has 2 years to run? 

Mr. Wavau. I am sure, sir, that you didn’t hear my opening state- 
ment, because I covered that in the opening statement, and as far as 
we are concerned we are not pressing it, per se. We were asked to 

resent this problem, and we presented it some weeks ago, and we 

ave been available, and, as far as the 2 years in advance, asking for 
2 years in advance, I mentioned 2 reasons. I will repeat them very 
briefly. 

One is, we are dealing with a class of customers whose contracts 
run for several years before they are completed. I will give you a 
specific instance. We made a loan of $100 million to the Southern 
Peru CopperCo. That isa consolidation of four American companies, 
Anaconda, American Smelting, Phelps-Dodge, and Newmont Mining. 
It would take 5 years to complete this contract. I think our bor- 
rowers would feel a little better if the term of the agreement had been 
extended 5 years. 

Second, it is a question of personnel. If there is any question of 
this bank going out of business in 2 years it is difficult to recruit 
personnel. 

Those are the two principal reasons, sir. There is no pressure on 
our part in any way, shape, or form, except for that reason. 

Mr. O’Hara. What is the present personnel, the size of the per- 
sonnel? 

Mr. Waveu. One hundred and seventy people. All of this is in the 
semiannual report. 

Mr. O’Hara. How many have been with the bank for a number of 
years? 

Mr. Waveu. A great many have been with the bank a number of 
years. Of course, you know the bank was reorganized to where they 
have the 5 directors and 4 of us are here, and the fifth, as I mentioned, 
is out of the country. Of the 5 directors who are here, Mr. Arey has 
been with the bank 18 or 19 years, Mr. Stambaugh 10 years, Mr. 
Blowers came in under the new reorganization, 14 years, the same with 
Mr. Vance Brand, who is out of the country, and I have been there 
9 months. 

As far as the staff is concerned, it is divided into five principal sec- 
tions outside of the senior officers. The senior Vice President has 
been with the bank 19 years. The executive vice president has been 
with the bank since 1941, except 3% years, I think, when he was in 
the Navy. The heads of the respective departments, and there are 
4—there is a chief loaning officer who has been with the bank about 
8 years, the chief economist has been with the bank about the same 
length of time; the engineer, head of the engineering department, 
has been with the bank 6 or 7 years, and the chief counsel has been 
with the bank longer than that—10 years. 

Mr. McDonoveu. They are all past the present administration. 

Mr. O’Hara. My dear colleague, I am working against time. I 
can’t yield now. You say that the personnel consists of about 170 
now? 








28 EXTENSION OF EXPORT-IMPORT BANK ACT 


Mr. Waveau. Yes, sir. 

Mr. O’Hara. And of 170 how many have come with the bank in the 
last 2 or 3 years? 

Mr. Wavuaeu. I would say 35 or 40. 

Mr. O’Hara. Thirty-five or forty? 

Mr. Wauau. Yes. 

Mr. O’Hara. Did they take the places of people who resigned volun- 
tarily or who were forced out? 

Mr. Wauaeu. These are additions to the staff. The staff had 138 
people in 1954. [am quoting from memory. It has gone up now to 
170 people. 

Mr. Brown. Any other questions, Mr. O’Hara? 

Mr. O’Hara. I will yield to the gentleman from North Carolina. 

Mr. Founrarx. Do you contemplate the necessity for further 
additions? 

Mr. Wavan. Yes, sir. 

Mr. O’Hara, before you go, please, may I give you a booklet on 
Financing United States Overseas Trade, and our Questions and An- 
swers, and our last semiannual statement, which isn’t very long; it 
has a lot of figures in it. I think most of the information you would 
like, sir, you will find in these three documents. 

Mr. Mutrer. I think you said before that you were asked to present 
this bill, the extension. Did I understand you correctly? 

Mr. Waueu. When I appeared before the Senate committee for 
confirmation on the 20th of January I brought this question up with 
the chairman of the Banking and Currency Committee, and it was 
suggested at that time, to bring an application, to present a bill to 
your committee and to the Senate Banking and Currency Committee 
for their consideration. That was on the 20th of January. 

Mr. Brown. Are there any other questions, gentlemen? 

Mr. Waveu. Incidentally, the extension of the bill was an item in 
the President’s message. 

Mr. Mutter. Just one other thing, Mr. Chairman. 

I think you mentioned the fact that there are loans outstanding for 
hotels in two countries? 

Mr. Wavau. Yes, sir. 

Mr. Mutter. Did you mention Colombia? 

Mr. Wavau. I said Bogota, Bogota and Caracas are the two 
outstanding. 

Mr. Murer. And Panama City? 

Mr. Waveu. That is paid. 

Mr. Mutrer. The direct loan to the hotel has been paid, but there 
is a direct loan made to the Government of Panama which is not paid. 

Mr. Wauau. We have no obligation from the hotel. We have an 
obligation from Panama only. 

Mr. Mutrer. The purpose of that loan was to pay obligations in 
connection with the construction and equipment of the hotel? 

Mr. Waveu. That is correct. 

Mr. Mutter. I wouldn’t want anybody to come along later and 
say, because the loan is made to a government it is not a hotel loan. 
We have been referring to a hotel loan. We are referring to the pur- 
pose of the loan rather than who got the loan. 
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Mr. Mumma. Mr. Multer, wasn’t the real thing there, a bank there 
closed and our Government had to loan the money to let the bank 
open? 

Mr. Mutter. Yes, the bank closed because they couldn’t collect 
the money which it lent to the hotel. It was under construction. 

Mr. Waveu. That is why I prefer to have obligations of the Re- 
public of Panama. 

Mr. Mutter. Mr. Waugh, do you feel that you need any directive 
from the Congress with reference to your policy in making or not 
making motel and hotel loans? 

Mr. Wavau. It seems to me, sir, it would be very unwise for the 
committee to assume the responsibility for naming the specific types 
of loans that the directors are authorized to make. I am hesitating 
for a choice of words. I would doubt if you would want to go into 
that field in that much detail. 

Mr. Mutter. I am inclined to agree with you, but many of us, 
and many Members of Congress who haven’t had the experience we 
have had may get the same reactions we did when we walked into 
some of these places and found that the Export-Import Bank loans 
were going for hotels, we got a reaction against it. We didn’t think 
that that was the kind of thing todo. After we dug into it I, for one, 
was convinced that in many instances it is a very good type of loan 
because it brings dollars to these countries that need dollar currency. 
It is one good way of bringing it in without in any way interfering 
with anything else. If you are careful in the exercise of your judgment 
you help to build up that country. That is my present feeling, 
although I am frank to say when I was first told about it my reaction 
was that you ought not to do it. 

Mr. Waveu. Perhaps I should inform this committee that our 
advisory board, which was established by the last law, and which 
had its third meeting on Monday and Tuesday of last week, and 
which has been extremely helpful, discussed this situation at great 
length. We had the benefit of the judgment of 8 members of our 9 
advisory committee on this particular subject. They felt about the 
way | think that you would feel, that you would want the board of 
directors to have the benefit of your judgment without trying to 
direct whether they should or not. We don’t want to be in the 
position of saying we cannot in any certain circumstance finance the 
export of American goods to a hotel. We don’t want to get as rigid 
as that, I don’t believe. 

Mr. McDonoveu. Just one more question. In the World Bank 
and the World Fund, is Russia a participating member? 

Mr. Wavau. No, sir. 

Mr. Brown. Any other questions, gentlemen? 

Mr. Waugh, I want to congratulate you on your excellent state- 
ment. We are very glad to have your testimony. 

You may be excused. 

Mr. Wavueu. Thank you, Mr. Chairman. Thank all of you, 
gentlemen. 

Mr. Brown. The committee will adjourn now to meet tomorrow 
at 10 o’clock. 

(Whereupon, at 12:05 p. m., the committee adjourned.) 
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